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Good Nutrition is an essential building block in promoting the cognitive development of 
children.  The U.S. Congress established the Child and Adult Care Food Program (CACFP) in 
1968 to help ensure the provision of proper nutrition to a growing number of young children 
receiving a significant portion of their daily food intake in child care settings.  The program 
helps children develop desirable eating habits and learn about food choices at an early age. 
 
SCN is located in Frankfort and has staff available to monitor and provide technical assistance to 
sponsoring organizations: 
 

Kentucky Department of Education 
Nutrition & Health Services 
2545 Lawrenceburg Road 

Frankfort, KY 40601 
Telephone:  (502) 564-5625 

Fax:  (502) 564-5519 
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 Chapter 1 
Quick Reference to Allowable Costs 
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ALLOWABLE COSTS 
NOTES 

 
 
 
 
 
 
 
 

For information about 
purchasing or leasing 

equipment, refer to "STEPS 
IN 

PURCHASING/LEASING". 

 
A. Accounting:  The cost of establishing and maintaining 

accounting systems required for the management of the 
Program. 

B. Advertising:  Costs that are solely for solicitation of 
bids for procurement of goods and services, recruitment 
of personnel, or disposal of surplus goods or material. 

C. Automatic Data Processing (ADP): Costs may include 
rental of equipment, depreciation of owned equipment 
or equipment purchased and expensed. 

D. Bonding Cost:  The cost of premiums on bonds 
covering employees who handle Program funds. 

E. Central Stores:  Cost of maintaining and operating a 
central store facility for food, non-food supplies, and 
expendable equipment. 

F. Communications: Costs incurred for telephone, 
postage, and messenger services when necessary for the 
Program. 

G. Compensation for Labor:  Salaries and fringe benefits, 
such as Social Security, health, dental, or life insurance, 
and retirement benefits of administrative personnel 
necessary to support administrative services.  Payroll 
records are required to document these costs.  In 
addition, distribution of salaries and wages for 
employees charged to more than one program must be 
supported by appropriate time reports. 

H. Depreciation of Non-Expendable Equipment:  Expense 
associated with physical deterioration and consequent 
loss in value of equipment used in the Program. 

I. Shared Costs Indirectly Charged:  Costs that benefit 
more than one program and cannot be readily 
identifiable or assigned.  Utilities, trash disposal, and 
insurance are examples of costs that are usually shared 
among programs. 

 
All allowable CACFP costs, operative and administrative must 
meet the following criteria: 
 

• Must represent an actual operating/administrative cost 
incurred in the normal course of conducting the 
Program; 

• Are necessary and reasonable for the proper and 
efficient conduct of the Program; 

• Are authorized or not prohibited under Program 
regulations and state or local laws; 
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NOTES • Conform to any limitations or exclusions in the federal 
laws or governing regulations as to type or amount of 
cost items; 

• Are accorded consistent treatment through application 
of generally accepted accounting principles; 

• Are not charged, directly or indirectly, as a cost to any 
other federally financed program in either the current or 
a prior period; 

• Be net of all applicable credits (i.e., rebates, discounts, 
refunds due to spoilage, etc.)  

• Are properly allocated if a shared cost of an 
organization having multiple funding sources; and 

• Are adequately documented. 
 
Should the sponsor request reimbursement for indirect cost, the 
sponsor must submit to SCN a copy of the indirect cost rate 
approved by the cognizant federal agency and the State.  The 
sponsor will be reimbursed indirect cost as substantiated by the 
approved indirect cost rate.  Once the sponsor makes an 
election and treats a given cost as direct or indirect, it must 
apply that treatment consistently and may not change during 
the grant period.  Any changes in the approved indirect cost 
rate must have prior written approval of the cognizant federal 
agency and the State. 
 
If a negotiated indirect cost rate exists, this rate must be used 
by the sponsoring agency for indirect costs that are charged to 
the CACFP.  If there is no existing indirect cost rate, each 
sponsoring agency must have a rate approved by the KDE 
prior to use. 
 
Insurance and Indemnification:  Indemnification includes 
securing the sponsoring agency against liabilities to third 
persons and other losses not compensated by insurance or 
otherwise. 
 
Cost of insurance in connection with the general conduct of 
CACFP activities is allowable subject to the following 
limitations:  types, extent, and cost of coverage will be in 
accordance with general state or local government policy and 
sound business practices. 
 
Contributions to a reserve for self-insurance approved by the 
KDE are allowable to the extent that the type of coverage, 
extent of coverage, and the rates and premiums would have 
been allowed had insurance been purchased to cover the risks. 
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Losses not covered under nominal deductible insurance 
coverage, if otherwise in keeping with sound management 
practice, and minor losses not covered by insurance, such as 
spoilage, breakage, and disappearance of small items that 
occur in the ordinary course of operations, are allowable. 

NOTES 
 
 
 
 

Mileage records must be 
reviewed to ensure costs are 
reasonable and approved by 

an authorizing official. 

 
Legal Expenses: Only those expenses required in the 
administration of the Program are allowed. 
 
Management Studies: The cost of organization management 
studies to improve the effectiveness and efficiency of Program 
management for ongoing programs is allowable.  The cost of 
studies performed by agencies other than the sponsoring 
agency is allowable only when authorized by the KDE. 
 
Mileage Allowance: Cost for operating a vehicle including 
fuel, depreciation, insurance, and maintenance.  A mileage 
allowance of not more that the KDE's prevailing rate may be 
charged to the Program. 
 
Documentation to support mileage allowances charged to the 
Program must include for each trip:  driver's name, date, 
mileage, origin, destination, parking, toll receipts (if 
applicable), and purpose of travel.  A record of payment to the 
employee must be documented. 
 
Non-food Supplies: Documented costs of non-food items 
necessary for the service of Program meals.  
 
Payroll Preparation:  Cost of preparing payrolls and 
maintaining necessary related wage records to the extent that 
the expenditures are made for Program purposes and the extent 
that they are not further included in the indirect cost pool. 
 
Personnel Administration:  Costs for the recruitment, 
examination, classification, establishment of pay standards, 
training and related activities for Program purposes. 
 
Printing and Reproduction:  Cost of printing and 
reproduction of materials necessary to the Program. 
 
Procurement Service:  Cost of procurement services, 
including solicitation of bids, preparation and awarding of 
contracts and all phases of contract administration in obtaining 
supplies and services for the Program. 
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Professional Services:  Cost of professional services such as 
computer consulting rendered by outside individuals or 
organizations is allowable. Subject to prior KDE approval. 

NOTES 
 
 
 

The cost of space procured 
for Program use may not be 
charged to the Program for 
periods of non-occupancy 

without authorization from 
the KDE. 

 
 

Less-than-arms-length 
transactions are not allowed. 

 
A less-than-arms-length 
transaction is one under 
which one party to the 

agreement is able to control 
or substantially influence 
the actions of the other(s).  
Such transactions include, 

but are not limited to: 
 
• Those between divisions 

of an organization; 
• An organization under 

common control through 
common officers, 
directors, or members; 

• An organization and a 
director, trustee, officer, 
or key employee of the 
sponsoring agency or 
immediate family, either 
directly or through 
corporations, trusts or 
similar arrangements in 
which a controlling 
interest is held. 

 

 
Purchased Services:  Costs of services that are required for 
operations when supported by source documents including: 
 
• Rental of equipment; 
• Maintenance and repair of equipment; 
• Utilities, security and janitorial services when not 

otherwise included in the indirect cost pool. 
 
Space and Facilities Cost:  The cost of space in privately or 
publicly owned buildings used for the benefit of the Program is 
allowable subject to specified conditions.  The total cost of the 
space, whether in privately or publicly owned buildings, may 
not exceed the rental cost of comparable space and facilities 
for privately owned buildings in the same locality.  In addition, 
the lease must be a bona fide arms-length agreement. 
 
Rental Costs – Buildings and Facilities:  The rental cost of 
space in a privately owned building is allowable to the extent 
that the rental rate is reasonable and a bona fide arms-length 
rental exists.  Similar costs for publicly owned buildings newly 
occupied on or after October 1, 1980, are allowable where 
rental rate systems, or equivalent systems that adequately 
reflect actual costs, are employed and a bona fide arms-length 
rental exists.  Such charges must be determined on the basis of 
actual cost (including depreciation based on the useful life of 
the building, interest paid or accrued, operations and 
maintenance, and other allowable costs).  Where these costs 
are included in rental charges, they may not be charged 
elsewhere.  No costs will be included for purchases or 
construction that were originally financed by the federal 
government. 
 
Rental Costs – Private Residence:  The cost of space in a 
private residence is allowable to the extent that (1) the rental 
rate is reasonable and (2) a bona fide arms-length rental exists 
between the sponsoring organization and the owner of the 
property. 
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The rental fee must be prorated.  Determine the percentage of 
square feet used exclusively for CACFP by taking the total 
square footage in the home and dividing it into the square 
footage used for the office.  Apply this percentage to the 
acquisition cost of the house and then take 2% of that amount 
to obtain the yearly use allowance. 

NOTES 
 
 
 
 
 
 
 

Example: 
 

200 ÷2200 = .09 
$85,000 X .09 = $7,650 

$7,650 X .02 = $153 
$153 ÷12 = $12.75. 

 
Example:  A 2,200 square foot home and 200 square foot 
office would be 220 ÷ 2200 = 9% used for CACFP.  $85,000 
house acquisition cost X 9% = $7,650 X 2% = $153 annual use 
allowance or $12.75 monthly use allowance. 
 
Maintenance and Operation of Building Space:  The cost of 
utilities, insurance, security, janitorial service, elevator service, 
upkeep of grounds, normal repairs and alterations, and the like, 
are allowable to the extent that they are not otherwise included 
in rental agreements, indirect cost pool, or other charges for 
space. 
 
Rearrangement and Alterations:  Costs incurred for 
rearrangement and alterations of facilities required specifically 
for the CACFP or those costs of work that materially increase 
the value or useful life of the facilities is allowable when 
specifically approved by the KDE. 
 
Taxes:  Taxes that are a legal requirement. 
 
Travel:  Program travel costs for in-state travels that are 
approved in writing by an official of the sponsoring agency for 
transportation, lodging and subsistence when incurred by 
employees who are in approved travel status on Program 
business.  Out-of-state travel must also be approved in writing 
by an official of the sponsoring agency. 
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Chapter 2 
Quick Reference to Non-allowable Costs 
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NON-ALLOWABLE COSTS 
 NOTES 
Accounting System:  Total cost of maintaining a central 
accounting system to meet requirements of the overall 
organization. 
 
Bad Debts:  Any losses arising from uncollectible accounts 
and other related claims.  An overclaim as the result of an 
administrative review or audit that cannot be collected from a 
sponsored home or center is a bad debt. 
 
Bond Discounts:  Bond discounts, cost of financing and 
refinancing operations, and related legal professional fees. 
 
Contingencies:  Contributions to a contingency reserve or any 
other similar provision for unforeseen events. 
 
Contributions and Donations 
 
Door Prizes 
 
Entertainment:  Amusements, social activities, and incidental 
costs such as meals, beverages, lodging, rentals, transportation 
and gratuities. 
 
Fines and Penalties:  Costs resulting from failure to comply 
with federal, state, and local laws and regulations. 
 
Fund Raising:  Fund raising, including financial campaigns, 
endowment drives, solicitations of gifts and bequests, and 
similar expenses incurred to raise capital or obtain 
contributions. 
 
Gifts:  Any favors or gifts given for any reason. 
 
Insurance Losses:  Actual losses that could have been covered 
by permissible insurance through an approved self-insurance 
program or otherwise. 
 
Land/Building Use and/or Purchase:  Costs for purchasing 
land, acquiring or constructing buildings, and charges for the 
use of land or buildings are non-allowable except if approved 
by USDA. 
 
Late Charges/Penalties:  Any costs associated with late 
filings and/or late payments (penalties, interest, etc.) 
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Legal Expenses:  Non-allowable costs include, but are not 
restricted to:  (1) legal expenses for the prosecution of claims 
against the federal government, (2) legal retainer fee or cost of 
maintaining a legal staff solely for the purpose of discharging 
general responsibilities, and (3) legal expenses for 
reorganization of the sponsoring agency. 

NOTES 

 
Political or Partisan Costs:  Funds may not be used for 
political or partisan advocacy purposes. 
 
Resource and Referral (R&R):  R&R services are 
established primarily to benefit the day care community, not 
the CACFP.  Since any benefit to CACFP derived from R&R 
services is considered coincidental.  R&R services are not an 
allowable cost. 
 
Under Recovery:  Any excess of costs over the federal 
contribution under another grant agreement. 
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Chapter 3 
Financial Management 

of 
Equipment and Services 
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PROCUREMENT 
 NOTES 
Procurement standards establish guidelines for the 
procurement of foods, supplies, equipment, and other goods 
and services.  These standards are furnished to ensure that such 
materials and services are obtained efficiently and 
economically and in compliance with CACFP regulations and 
other applicable federal laws.  Procurements made with 
CACFP funds must conform to the standards set forth in 
regulations (7 CFR 226.22) and applicable Office of 
Management and Budget (OMB) Circulars as summarized in 
the following paragraphs. 
 
METHODS OF PROCUREMENT 
 
The methods described below must be used for obtaining 
goods and services: 
 
Price Quotations for Small Purchases (under $10,000) 
 
Small purchase procedures are relatively simple and informal 
procurement methods that are sound and appropriate for the 
procurement of services, supplies or other property, costing in 
the aggregate not more than $10,000.  If small purchase 
procedures are used, price of rate quotations must be obtained 
from an adequate number of qualified sources (at least 2-3). 
 
Non-expendable equipment, vehicles, furniture or other items 
with an acquisition cost of $1,000 or more must have written 
approval from the KDE prior to the purchase. 
 
Competitive Sealed Bids (formal advertising) 
 
Sealed bids are publicly solicited and a firm-fixed-price 
contract (lump sum or unit price) is awarded to the most 
responsible, responsive bidder whose bid, conforming with all 
the material terms and conditions of the Invitation for Bids, is 
lowest in price. 
 
Competitive Negotiation 
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Proposals are requested from a number of sources and the 
Request for Proposal is publicized.  Negotiations are formally 
conducted with more than one of the sources submitting offers, 
and either a fixed-price or cost-reimbursable type contract is 
awarded, as appropriate.  Competitive negotiation may be used 
if conditions are not appropriate for the use of formal 
advertising; however, prior approval from the KDE is 
required. 

NOTES 

 
Noncompetitive Negotiations 
 
Noncompetitive negotiation is procurement through 
solicitation of a proposal from only one source, or after 
solicitation of a number of sources, competition is determined 
inadequate.  Noncompetitive negotiation may be used when 
the award of a contract is infeasible under small purchase, 
competitive bidding (formal advertising), or competitive 
negotiation procedures.  Prior approval from the KDE is 
required. 
 
PROCUREMENT PROCEDURES 
 
Procurement procedures will include, but are not limited to the 
following: 
 

1. The sponsoring agency will establish procurement 
procedures that provide that proposed procurement 
actions will be reviewed by the local board of directors. 

2. Affirmative steps must be taken to assure that small 
and minority businesses are utilized when possible. 

3. All procurement transactions will be conducted in a 
manner that provides maximum open and free 
competition. 

4. All procurement transactions will be conducted in a 
manner that avoids conflict of interest, real or apparent. 
Conflict would arise when a transaction involves: 

 
• The employee, officer or agent; 
• Any member of his/her immediate family; 
• His/her partner; or 
• An organization that employs or is about to 

employ any of the above, has a financial or 
other interest in the firm selected for the award. 
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5. Solicitations of offers will incorporate a clear and 
accurate description of the requirements so as not to 
unduly restrict competition, and also set forth all 
requirements and other factors to be used in evaluating 
bids. 

NOTES 

6. Awards will be made only to responsible contractors. 
7. Procurement will be made by one of the methods 

described on the previous pages. 
 
Bids will: 
 

1. Be solicited from an adequate number of 
sources/vendors. 

2. Be publicly advertised in a newspaper with state or 
regional distribution. 

3. Clearly define the services needed. 
4. Be opened publicly at the time and place stated in the 

Invitation for Bids. 
5. Be made by written notification to the responsible 

bidder whose bid meets all specifications and is the 
lowest and best using a firm-fixed price contract. 

 
STEPS IN PURCHASING AND LEASING 
 
Equipment Leases 
 
Leases for equipment are allowable if the rates are reasonable, 
taking into consideration such factors as rental costs of 
comparable equipment; alternatives available; and type, life 
expectancy, condition and value of equipment leased.  A lease 
with an option to purchase or one that creates material equity 
in the equipment is also allowable only up to the amount that 
would be allowed had the sponsoring agency purchased the 
equipment on the lease date. 
  
Purchase/Lease of Equipment and Furniture (other than 
automatic data processing equipment) 
 
Under $1,000:  No prior KDE approval for the specific item is 
needed.  Verify from the CACFP budget that adequate funds 
are available prior to purchase/lease. 
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Over $1,000 and Under $10,000:  KDE approval is 
required prior to purchase/lease.  The sponsoring agency 
must obtain equipment comparisons and price quotes for lease 
or purchase of equipment.  To obtain KDE approval to 
purchase/lease equipment, the sponsoring agency must: 

NOTES 

 
1. Verify from the CACFP budget that adequate 

funds are available.  Adequate funds may vary 
according to the method of purchase/lease. 

2. Submit a written request for purchase/lease of 
the item including verification that price quotes 
were obtained from an adequate number of 
qualified sources.  This will generally be 2-3 
quotes for lease and 2-3 quotes for purchase. 

3. Send copies of the price quotes to the KDE.  
List first and second choices for lease/purchase 
in order of acceptability.  Include an 
explanation fore the choices.  If the 
lease/purchase is not requested from the lowest 
responsible bidder, include justification 
requesting a vendor who did not submit the 
lowest bid.  Lease information must include all 
terms of the lease including disposition of 
equipment at the termination of the lease. 

 
The steps identified above are the same regardless of whether 
the item is purchased by paying cash or making payments. 
 
Purchases Over $10,000:  KDE approval is required prior to 
purchase.  In addition to the steps previously listed in "Over 
$1,000 and Under $10,000", bidding procedures must be 
followed if any state or federal funds are used (refer to 
Procurement Procedures in this section). 
 
Purchase/Lease of ADP Equipment 
 
Sponsoring agencies must have written approval from the 
KDE prior to obtaining any automatic data processing 
(ADP) equipment.  ADP equipment includes all computer 
hardware and peripheral equipment.  The sponsoring agency 
must obtain equipment comparisons and price quotes for lease 
and purchase of equipment.  All software must be approved by 
the KDE prior to purchase.  To obtain KDE approval to 
purchase/lease ADP equipment, the sponsoring agency must: 
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1. Verify from the CACFP budget that adequate funds are 
available.  Adequate funds may vary according to the 
method of purchase/lease. 

NOTES 

2. Submit a written request for purchase/lease of the item 
including verification that price quotes were obtained 
from an adequate number of qualified sources.  This 
will generally be 2-3 quotes for lease and 2-3 quotes for 
purchase. 

3. Send copies of the price quotes to the KDE.  List first 
and second choices for lease/purchase in order of 
acceptability.  Include an explanation for the choices.  
If the lease/purchase is not requested from the lowest 
responsible bidder, include justification for requesting a 
vendor who did not submit the lowest bid.  Lease 
information must include all terms of the lease 
including disposition of equipment at the termination of 
the lease. 

 
The steps identified above are the same regardless of whether 
the item is purchased by pay9ing cash or making installment 
payments. 
 
INVENTORY 
 
An inventory must be maintained for any equipment with a 
purchase price of $1,000 or more and a life expectancy of more 
than two years.  The inventory records must include: 
 

1. Description of the item; 
2. Manufacturer's serial number or other identification; 
3. Date and cost; 
4. Unit acquisition cost; 
5. Source of property; 
6. Percentage of federal funds used in acquisition; 
7. Location; 
8. Use and condition; 
9. Ultimate disposition date, including sales price of 

method used to determine fair market value; and 
10. Whether title vests in the sponsoring agency or federal 

government. 
 
A physical inventory must be completed annually and 
reconciled with the property records.  Physically marking of 
each item of equipment is not required. 
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DEPRECIATION/USE ALLOWANCE 
 NOTES 
Depreciation:  An allowance made for a loss in value of 
property.  It is based on acquisition cost and the life 
expectancy of the asset.  Depreciation may be applied only to 
the net acquisition cost.  If only a portion of the acquisition 
cost is supplied by federal funds, a net acquisition cost must be 
determined.  Acquisition costs include the net invoice price 
paid for an item, the cost of modification, attachments, or 
auxiliary apparatus necessary to make it usable for its intended 
purpose.  Acquisition costs also include any separate payments 
for delivery and installation of an equipment item.  All 
depreciation charged to CACFP must be documented and, 
when appropriate, prorated between CACFP and non-program 
use. 
 
If equipment is acquired by trading in another item and paying 
an additional amount, the acquisition cost becomes the amount 
received for trade in plus the additional expenditure.  The 
allowance received for trade-in cannot be used in determining 
acquisition cost if the item traded in was fully depreciated.  
The depreciation of idle or obsolete equipment is unallowable. 
 
If a sponsoring agency incurred costs to obtain or utilize 
donated facilities, vehicles or equipment, only the portion of 
the cost actually incurred by the sponsoring agency may be 
classified as the acquisition cost; the value of the donation is 
not depreciable. 
 
Any generally accepted method of computing depreciation 
might be used.  However, the method must be consistently 
applied for all like assets of the sponsoring agency and must 
result in equitable charges considering the use of assets and the 
benefits to the Program.  Life expectancies will vary for 
different assets and should use the following guidelines:  7 
years for office furniture, 5 years for vehicles and office 
machines/equipment, and 3 years for all computer hardware 
and printers. 
 
Use allowance:  May be used in lieu of depreciation; however, 
a combination of the two may not be used for a single set of 
assets.  The maximum annual rate for use allowances for 
building and improvements cannot exceed 2% of the 
acquisition cost, and for equipment, the rate cannot exceed 6-
2/3% of the acquisition cost. 
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DISPOSITION PROCEDURES 
 NOTES 
Disposing of Equipment 
 
No equipment costing $1,000 or more purchased with CACFP 
funds may be disposed of without prior written approval 
from the KDE.  When requesting approval to dispose of 
equipment or to trade in old equipment, give the following 
information to the KDE: 
 

1. Item and brief description (model number, etc.); 
2. Original date of purchase; 
3. Purchase price; 
4. Percent of CACFP funds used when purchase was 

made; 
5. Current condition of equipment 

 
Terminating Participation 
 
If a sponsoring agency terminates participation in the CACFP, 
the KDE must be contacted immediately regarding disposal of 
CACFP equipment.  Provide the following information:   
 

1. Item description; 
2. Purchase date; 
3. Original purchase price; 
4. Current condition; 
5. Current fair market value. 

 
Items must be listed as "operable units" (i.e., a computer would 
include the CPU, monitor, keyboard, software, cables, etc.) 
 
For an item of equipment having an initial unit cost of $1,000 
or more, the sponsoring agency must transfer the equipment to 
another sponsoring agency participating in the CACFP per 
prior written approval from the KDE. 
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Chapter 4 
Management 

and 
Organizational Effectiveness 
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INTERNAL CONTROLS 
 NOTES 
The primary responsibility for safeguarding assets and 
detecting and preventing waste, loss, fraud and abuse rests 
with the sponsor and his/her management skills.  Maintenance 
of an adequate system of internal controls is indispensable in 
meeting that responsibility. 
 
Internal controls include policies and procedures that are 
adopted to: 
 

1. Safeguard assets from loss or misappropriation; 
2. Check the reliability of accounting data; 
3. Promote operational efficiency; 
4. Encourage adherence to prescribed managerial policies. 

 
There are two types of internal controls, accounting controls 
and administrative controls: 
 
Accounting controls include: 
 

1. Systems of authorizations and approvals; 
2. Separation of duties; 
3. Physical control over assets; and 
4. Internal auditing. 

 
Administrative controls include: 
 
Performance reports; 
Statistical analysis; 
Quality control; and 
Training programs. 
 
Some of the objectives of internal control are to provide 
reasonable assurance that: 
 

1. Assets are safeguarded against loss from unauthorized 
use or disposition. 

2. Transactions are executed in accordance with 
management's general or specific authorization. 

3. Transactions are recorded properly to permit 
preparation of financial reports. 

 
The central part of any internal control system is separation of 
duties.  Some key areas are: 
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1. The authorization of a transaction must be separated 
from the processing of the actual transaction (i.e., the 
individual who authorized a bill to be paid should be 
different from the person who writes the check and 
records the transactions). 

NOTES 

2. Operations should be separated from the accounting 
and record keeping system (i.e., if a personnel manager 
controlled the accounting system, the manager would 
be in a position to input false payroll data and pass this 
information undetected through the accounting system). 

3. The custody of assets must be separated from the 
accounting function (i.e., cashiers should not be 
involved in any accounting tasks for cash and 
receivables). 

 
Other principles of internal control include the following: 
 

1. Periodic supervisory reviews should be performed. 
2. All transactions should be properly documented to 

reduce the likelihood of errors and the non-detection of 
errors.  It is also important that documentation is 
secured from destruction and tampering. 

3. If possible, duties should be periodically rotated. 
4. Employees should possess competence in the duties 

they are hired to perform and have the integrity to 
perform these duties. 

 
A major internal control area is the receipt and disbursement of 
cash.  The following controls are recommended: 
 
Cash Disbursements 
 

1. All disbursements, except petty cash, should be 
checked. 

2. Checks should be pre-numbered and inventoried 
monthly. 

3. Only checks for petty cash fund reimbursement should 
be written to "cash". 

4. The person who endorses the check must not be the 
person who writes the check or maintains the cash 
disbursement journal, register, or general ledger. 

5. Bank statements should be reconciled by a person not 
otherwise involved in the disbursement process. 

6. Checks should not be signed in advance. 
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Cash Receipts 
 NOTES 

1. All incoming checks and cash should be counted in the 
presence of two people. 

2. All cash receipts should be recorded on pre-numbered 
receipts as the money is received. 

3. A person not directly involved in posting the books 
should fill out the deposit slips and make bank deposits. 

4. All receipts shall be deposited in the bank intact and on 
a timely basis. 

5. Cash deposits should be reconciled by a person who is 
not otherwise involved in the receipt process. 

 
Physical Inventory 
 

1. Maintain property records accurately. 
2. Every year conduct an inventory and reconcile it with 

property records. 
3. Descriptions of equipment with serial/identification 

numbers. 
4. Acquisition date and unit cost. 
5. Location, use and condition of equipment. 

 
Physical Security 
 
Review internal security measures to determine if they are 
adequate to prevent damage, theft, fire, loss and vandalism. 
 
RECORD KEEPING REQUIREMENTS 
 
General 
 
All records must be kept for four years.  The four-year period 
is defined as three federal fiscal years plus the current federal 
fiscal year.  A federal year begins October 1 and ends 
September 30.  If any audit findings are not resolved by the 
end of the four-year period, the records must be kept as long as 
required to resolve all questions raised by the audit.  All 
records must be readily available, upon request, to auditors and 
representatives of KDE or USDA. 
 
Reimbursement Records 
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Independent centers and sponsoring organizations must 
document income to the Program from all sources and 
maintain copies of submitted Claims for Reimbursement.  
They must also keep copies of receipts of state warrants or 
copies of receipts of electronic funds transfer of Program funds 
received from KDE.  In addition, sponsoring organizations 
must keep records of the amount and date of all funds 
disbursements to each sponsored provider. 

NOTES 

 
Each sponsored home must also maintain records about its 
operation of the CACFP.  The records (at a minimum) must 
include: 
 

1. Daily records of the number of meals, by type, served 
to enrolled children (Meal Count Worksheet). 

2. Daily records of the names and number of children in 
attendance.  Attendance records/sign-in sheets cannot 
be used to determine reimbursable meal counts. 
(Always use CACFP Meal Count Worksheet). 

3. Menus served that meet Program requirements for each 
age group of children. 

4. Enrollment forms that include, at a minimum, the 
names and ages of children enrolled, enrollment and 
withdrawal dates. 
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CALCULATING KENTUCKY FDCH REIMBURSEMENT 
 
 
Calculations for FDCH program and administrative reimbursement are as follows: 
 

1. Program is calculated at rates times meals. 
2. Administrative reimbursement is lesser of cost OR rates OR 42.9% of program 

reimbursement. 
3. Always report actual administrative costs on Claim for Reimbursement. 

 
Administrative Comparison for Reimbursement Claim 

Month 
Program 

Meals X Rates 42.9% of Reg. Reimb. Claim Cost Homes X Rates 
Total 

Reimb. 
Approved 

Budget 
OCT       
YTD       
NOV       
YTD       
DEC       
YTD       
JAN       
YTD       
FEB       
YTD       
MAR       
YTD       
APR       
YTD       
MAY       
YTD       
JUN       
YTD       
JUL       
YTD       
AUG       
YTD       
SEPT       
YTD       
TOTAL       
*Administrative reimbursement cannot exceed approved budget for the year. 
**All figures are cumulative YTD. 
***Any corrections after the claim is paid will be paid on the next valid claim submitted. 
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CALCULATING KENTUCKY FDCH REIMBURSEMENT 
 
 
Calculations for FDCH program and administrative reimbursement are as follows: 
 

4. Program is calculated at rates times meals. 
5. Administrative reimbursement is lesser of cost OR rates OR 42.9% of program 

reimbursement. 
6. Always report actual administrative costs on Claim for Reimbursement. 

 
Administrative Comparison for Reimbursement Claim 

Month 
Program 

Meals X Rates 42.9% of Reg. Reimb. Claim Cost Homes X Rates 
Total 

Reimb. 
Approved 

Budget 
OCT 4254  659 657 657 10,000
YTD 4254 1824 659 657 657 9,343
NOV 3572  715 657 657 (657)
YTD 7826 3358 1374 1314 1314 8,686
DEC 3437  635 730 695 (695)
YTD 11263 4832 2009 2044 2009 7,991
JAN       
YTD       
FEB       
YTD       
MAR       
YTD  Lesser of the three 2009   
APR       
YTD  Minus YTD Admin. Reimb. 1314   
MAY       
YTD  Dec. Admin. to be paid 695   
JUN       
YTD       
JUL       
YTD       
AUG       
YTD       
SEPT       
YTD       
TOTAL       
*Administrative reimbursement cannot exceed approved budget for the year. 
**All figures are cumulative YTD. 
***Any corrections after the claim is paid will be paid on the next valid claim submitted. 
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